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A. REGISTRANT IDENTIFICATION

NAME OF BROKER-DEALER:
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T OFFICIAL USE ONLY
Robert R. Meredith & Co., Inc , _

: FIRM ID. NO.
ADDRESS OF PRINCIPAL PLACE OF BUSINESS: (Do not use P.O. Box No.)
600 Lexington Ave.
(No. and Street)
New York ' New York 10022
(City) ~ (State) (Zip Cade)

NAME AND TELEPHONE NUMBER OF PERSON TQ CONTACT IN REGARD TO THIS REPORT

William Potter

(212)  969-9292

(Area Cm_ie -- Telephone No.)

B. ACCOUNTANT IDENTIFICATION

INDEPENDENT PUBLIC ACCOUNTANT whose opinion is contained in this Report*

Rothstein, Kass & Company, P.C.

(Name -~ if indjvidual, state last, first, middle name )

4 Becker Farm Road' \ MCESSED New! Jersey 07068

{Address) ' {City)

CHECK ONE: ’ : ST
[ Certified Public Accountant APR 1§ 2007
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ntust be supported by a statement of facts and circumstances relied on as the basis for the exemption. See section 240.17a-5(e)(2).
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OATH OR AFFIRMATION

I, William Potter , swear (or affirm} that, to the
best of my knowledge and belief the accompanying financial statement and supporting schedules pertaining to the firm of
Robert R, Meredith & Co., Inc. ,asof -
December 31 , 2006 , are true and correct. I further swear (or affirm) that neither the company

nor any partner, proprietor, principal officer or director has any proprietary interest in any account classified solely as that of

a customer, except as follows:
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**For conditions of confidential treatment of certain portions of this filing, see section 240, 1

a ”N% 0 £A6038920
ualitied in New York Coun
This report** contain®@meokssiDapiribde Bassh 20, t‘ﬁaoa- 200

(a) Facing page.

(b) Statement of Financial Condition.

(¢} Statement of Income (Loss).

(d) Statement of Changes in Financial Condition.

(e) Statement of Changes in Stockhotders' Equity or Partners' or Sole Proprietor's Caplta!.

(f) Statement of Changes in Liabilitics Subordinated to Claims of Creditors,

{g) Computation of Net Capital.

(h) Computation for Determination of Reserve Requirements Pursuant to Rule 15¢3-3.
(i) Information Relating to the Possession or control Requirements Under Rule 15¢3-3.

Title

(i) A Reconciliation, including appropriate explanation, of the Computation of Net Capi|tal Under Rule 15¢3-1 and the

Computation for Determination of the Reserve Requirements Under Exhibit A of Rule 15¢3-3.

{k) A Reconciliation between the audited and unaudited Statements of Financial Condition with respect to methods of con-

solidation.
{) An Oath or Affirmation,

(m) A copy of the SIPC Supplemental Report.

(n) A report describing any material inadequacies found to exist or found to have existed since the date of the previous audit.

(0) Independent auditor's report on internal accounting control.

Ja-5(e)(3).
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Dallas

; Public . 4 Becker Farm Road Denver
i . Accountants . Roseland, NJ 07068 Grand Cayman
) tel 973.994 6666 New York
- : : : fax 973.994.0337 Roseland o
WWW.rkco.com Walnut Craek

Him

x}

Rothstein Kass

INDEPENDENT AUDITORS' REPORT

To the Board of Directors and Stockholder of
Robert R. Meredith & Co., Inc.

1]

We have audited the accompanying statement of financial condition of [Robert R. Meredith & Co., Inc. (the
“Company”) as of December 31, 2006. This statement of financial condition is the responsibility of the Company's
i management. Our responsibility is to express an opinion on this statement of financial condition based on our audit.

We conducted our audit in accordance with auditing standards generally accepted in the United States of America.

Those standards require that we plan and perform the audit to obtain reasonable assurance about whether the
= statement of financial condition is free of matenal misstatement. An audit mcludes consideration of internal control

over financial reporting as a basis for designing audit procedures that are appropnate in the circumstances, but not for

the purpose of expressing an opinion on the effectiveness of the Company s[mtemal control over financiat reporting.
- Accordingly, we express no such opinion. An audit also includes examlnlng, on a test basis, evidence supporting the
amounts and disclosures in the statement of financial condition, assessmg the accounting principles used and
significant estimates made by management, as well as evaluating the overall statement of financial condition
presentation. We believe that our audit of the statement of financial condltlon provides a reasonable basis for our
opinion.

| .
In our opinion, the statement of financial condition referred to above presents fairly, in all material respects, the
financial position of Robert R. Meredith & Co., Inc. as of December 31, 2006,|in conformity with accounting principles
generally accepted in the United States of Amenca
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Roseland, Ne\.:v Jersey
March 30, 2007
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ROBERT R MEREDITH & CO., INC. ;,
- e ; !
< STATEMENT;OF FINANCIAL CONDITION t b
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December 31, 2006 t (1
| ‘ |
i p
ASSETS | : -
[ ,
Cash and cash equivalents : $ 11,854
! [
Receivable f:rom clearing broker 5 " 141,105
- ! ! i
Due from affiliates , i 319,889
i |
Other assets i " 25,027
) I
T : | $ 497,875
1 ‘ L ————
1 [ :
LIABILITIESEAND STOCKHOLDER'S EQUITY 2.
) Liabilities, accounts payable and accrued expenses ) $ 57,777
J .
Stockholder’s equity ! .
_ Commaon stlock, no par value, i '
authorized, 200 shares, i N
issued and outstanding 100 shares ! ! 100,000
Additional paid-in capital : . 702,444
Accumulated deficit : ) (362,346)
Total sti:ckholder's equity : 440,098
! i :
i | i '3 497,875
!" . : R
i ;
l .
| ‘
I 1
1 B
l | ~
| | 'i
i 5 :
b .
I ! i
| c
; < ?'
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| .
f |
| !
See accompanying notes to financial statements. | i 2
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1. Nature of operations :

Robert R. Meredith & Co., Inc. {the “Company”} is a broker-dealer registered with the Securities and Exchange
Commission {SEC) and is a member of the Nationa) Association of Securities|Dealers, Inc. (NASD). The Company is
a wholly-owned subsidiary of Meredith Financial Group Inc. ("MFG”). The Companys operations primarily consist of
private placements and securities transactlons which are executed on either an agency or riskless principal basis on

behalf of its customers. ;

2. Summary of significant accounting policies
Cash and Cash Equivalents

The Company considers money market accounts and all highly-liquid debt instruments with original maturities of three
months or less to be cash equivalents. '

Revenue and Expense Recognition from Secunities Transactions
Securities transactlons and the related revenues and expenses are recorded on a trade-date basis. Revenues
derived from commissions eamed on the ‘sale of securities are recorded on a trade-date basis as security
transactions occur. Investment banking revenues are recorded upon receipt of any retainers and upon the closing of
a deal.

Income Taxes

The Company files its federal, state and city income tax returns on a consolidated basis with its Parent. Income taxes
are allocated to each company within the consolidated group as if each| company filed its income tax retums
separately. The current provision for income taxes as well as the deferred tax benefit is recorded in the receivable
from its parent. The Company complies with Statement of Financial Accountlng Standards No. 109, "Accounting for
Income Taxes”, which requires the recognition of deferred tax assets and |IabI|IlleS for both the expected future tax
impact of dlfferences between the financial statement and tax bases of assets and liabilities, and for the expected
future tax benefit to be derived from tax loss carryforwards. Valuation allowances are established, when necessary,
to reduce deferred tax assets to the amount expected to be realized.

Use of Estimales

The preparatlon of financial statements in confermlty with accounting pnncrples generally accepted in the United
States of America requires management to make estimates and assumptlons that affect the reported amounts of
assets and liabilities and disclosure of contingent assets and liabilities at the date of the financial statements and the
reported amounts of revenues and expenses during the reporting period. | Actual results could differ from those
estimates.




ROBERT R:MEREDITH & CO., INC.

NOTES TO FINANCIAL STATEMENTS

3. Net capital requirements

The Company1 is a member of the NASD and is subject to the SEC Uniform Net Capital Rule 15¢3-1. This Rule
requires the malntenance of minimum net capital and that the ratio of aggregate indebtedness to net capital, both as
defined, shall not exceed 15 to 1 and that equity capital may not be wrthdrawn or cash dividends paid if the resulting
net capital ratioc would exceed 10 to 1. At December 31, 2006, the Companys net capital was $95,182 which was
$90,182 in excess of its minimum reqmrement of approximately $5,000.

*

4, Activitiestof clearing broker

v
!

Pursuant to an agreement with its oleanng broker, the Company is reqwred to maintain a clearing depaosit of
$100,000. |

t

|

! ]
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5. Related party transactions and liquidity

At December*31 2006, the Company had a net receivable from MFG aggregatlng approximately $320,000. In
addition, the Company is dependent upon MFG for the continuing provrsron of resources such as overhead and
personnel. The Company's Parent, MFG, did not generate positive cash ﬂow from operations for the year ended
December 31, 2006. MFG believes that its‘current cash resources, coupled with management’s aggressive cost
cutting measures of overhead, personne!, and facility expenses, should be adequate to fund its own operations as
well as the Companys operations for the year ending December 31, 2006 The Company's long-term liquidity is
dependent on its ability to develop working capltal and attain future profi tabie operations.

4

1 .

6. Leases f ‘ 3
During 20086, the Company rented its facility under a lease which was orlglnally set to expire in September 2009. In
February 2006, MFG, including the Company reached a settlement agreement with the lessor to be relieved of any
further liability under this lease. At December 31, 2005, the Companylwas obligated under a letter of credit for
$100,000, which was collateralized by restricted cash. In exchange for the release, MFG paid approximately
$200,000, of which $100,000 was released from restricted cash, to the Iessor which primarily consisted of past due
rent. The Company recorded a gain on lease settlement, which resulted from the difference between the monies paid
to the lessor in exchange for the release and the existing liability assoc1ated with exiting the lease before the
expiration date. The resulting difference was approximately $54,000, of which the Company recorded a gain of
$11,000 based on the Company's proportlonate allocation of facility expenses|

in February 2006, MFG reached an agreement to rent office space on a month-to-month basis for approximately
$6,000 per month.

u
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ROBERT;R. MEREDITH & CO., INC.

e

NOTES TO FINANCIAL STATEMENTS

7. Income taxes

The Companys deferred income tax asset aggregatlng approximately $30,000 results primarily from reserve for
doubtful accounts, affiliate of approximately $201,000. The Company has establlshed a valuation allowance equal to
the deferred income tax asset as of December 31, 2006. For the year ended December 31, 2006, the decrease in
the deferred tax asset of $104,000 was offset with a corresponding decréase in the valuation allowance to the
deferred tax asset.

Income taxes (benefit) for the year ended December 31, 2006 are summarized as follows:

Current }

Federal $ 22,000
State and city . 8, 000

: ' 30,000

Deferred i
Federal 21,000
State and city 8, 000
29,009
Change in valuation allowance i {59,000)
Deferred taxes, net of change in valuation allowance 530'.0061
Total incon{le taxes $ !—

: |
Effective tax rate 45%

8. Concentr"ations [

Pursuant to |ts clearance agreement, the Company introduces all of its secunues transactions to its sole clearing
broker on a fully—d|sclosed basis. All of the customers’ money balances and long and short security positions are
carried on the books of the clearing broker. In accordance with the clearance agreement, the Company has agreed
to indemnify the clearing broker for losses, if any, which the clearing broker may sustain from carmying securities
transactions introduced by the Company. [n accordance with industry practlce and regulatory requirements, the
Company and the clearing broker monitor collateral on the customers’ accounts.

In addition, the receivable from the clearing broker is pursuant to this clearance agreement.
The Company maintains its cash in financial institutions, which at times, may exceed federally insured limits. The

Company has not experienced any losses in such accounts and believes it is not subject to significant credit risk on
cash.




ROBERT;:RS..'_MEREDITH & CO,, INC.

NOTES TO FINANCIAL STATEMENTS

9. Exemption from Rule 15¢3-3

The Company is exempt from the Securities and Exchange Commission Rule 15¢3-3 and, therefore, is not required
to maintain a "Special Reserve Bank Account for the Exclusive Benefit of Custorners

10. Subsequent events

In February 2007 MFG signed an operating lease for shared office space which provides for minimum monthly
rentals of $8,000 through January 2008. In addition to the base rent, the lease provides for MFG to pay 50% of all
taxes, utilities, and general operating expenses for shared services.

In March 2007, MFG entered into an Agreement and Plan of Merger (the “Agreement") with Torus FS Inc. and Torus
FS PLC. The Agreement will give the Company greater opportunities to tncrease its brokerage business activities
including investment banking through the additional financial resources and business relationships provided by
Torus FS Inc.
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INDEPENDENT AUDITORS' REPORT ON INTERNAL CONTROL
REQUIRED BY RULE 17a-5 OF THE SECURITIES AND
EXCHANGE COMMISSION

To the Board of Directors of
Robert R. Meredith & Co., Inc.

In planning and performing our audit of the financial statements and supplementa! schedule of Robert R.
Meredith & Co., Inc. (the “Company”), as of and for the year ended December 31, 2006, in accordance with
auditing standards generally accepted in the United States of America, we considered the Company's internal
control over financial reporting (internal control) as a basis for designing our auditing procedures for the purpose
of expressing our opinion on the financial statements, but not for the purpose of expressing an opinion an the
effectiveness-of the Company's internal control. Accordingly, we do not express an opinion on the effectiveness
of the Company s internal control.

Also, as required by rule 17a-5(g)(1) of the Securities and Exchange Commlssron (SEC), we have made a study
of the practices and procedures followed by the Company including con5|derat|on of control activities for
safeguarding securities. This study included tests of such practices and procedures that we considered relevant
to the objectlves stated in rule 17a-5(g) in making the periodic computatlons of aggregate indebtedness (or
aggregate debits) and net capital under rule 17a-3(a)(11} and for determmlng compliance with the exemptive
provisions of rule 15¢3-3. Because the Company does not carry securmes accounts for customers or perform
custodial functions relating to customer securities, we did not review the practlces and procedures followed by
the Companyiln any of the following: \ :

1. Making quarterly securities examinations, counts, verifications, and comparisons and recordation of
differences required by rule 17a-13

2. Complying with the requirements for prompt payment for secuntres under Section 8 of Federal Reserve
Regulatlon T of the Board of Governors of the Federal Reserve System

The management of the Company is responsible for establishing and 'maintaining intemal control and the
practices and procedures referred to in the preceding paragraph. In futfi IImg this responsibility, estimates and
judgments. by management are required to assess the expected benefi ts and related costs of controls and of the
practices and procedures referred to in the preceding paragraph and. to|assess whether those practices and
procedures can be expected to achieve the SEC'’s above-mentioned objectlves Two of the objectives of intemnal
control and the practices and procedures are to provide management with reasonable but not absolute
assurance that assets for which the Company has responsm:hty are safeguarded against loss from unauthorized
use or dlsposmon and that fransactions are executed in accordance wrth management’s authorization and
recorded properly to permit the preparation of financial statements in conformrty with accounting principles
generally acoepted in the United States of America. Rule 17a-5(g) lists ‘additional objectives of the practices and
procedures listed in the preceding paragraph i

Because of mherent limitations in internal control or the practices and procedures referred to above, error or
fraud may occur and not be detected. Also, projection of any evaluation of them to future periods is subject to the
risk that they may become inadequate because of changes in conditions or that the effectiveness of their design
and operation may deteriorate,

A control deficiency exists when the design or operation of a controt does not allow management or employees,

in the normal course of performing their assigned functions, to prevent or detect misstatements on a timely basis.

A significant def" fciency is a control deficiency, or combination of control deficiencies, that adversely affects the
l t
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|
entity’s ability to initiate, authorize, record, process, or report financial data reltably in accordance with accounting
principles generally accepted in the United:States of America such that there is more than a remote likelihood
that a misstatement of the entity's financial statements that is more than 1nconsequent|al will not be prevented or
detected by the entity’s internal control. :
Our con5|derat|0n of internal control would not necessarily disclose all matters in internal control that might be
material weaknesses under standards establlshed by the American Instltute of Certified Public Accountants.

] b
A material weakness is a significant defi C|ency, or combination of 5|gn|f icant deficiencies, that results in more
than a remote likelihood that a material misstatement of the financial statements will not be prevented or

detected by the entity’s internal control. ‘ n
| ;t

We understand that practices and procedures that accomplish the obJectwes referred to in the second paragraph
of this report are considered by the SEC to be adequate for its purposes in accordance with the Securities
Exchange Act of 1834 and related regulatlons and the practices and procedures that do not accomplish such
objectives in all material respects indicate a material inadequacy for such purposes. However, we noted the
following matters involving the control environment and its operatlons that we consider to be material
weaknesses as defined above. These conditions were considered in determlnlng the nature, timing, and extent of
the procedures to be performed in our audit of the financial statements of the Company for the year ended
December 31, 2006, and this report does not affect our report thereon dated March 30, 2007.
t F i

Segregation of Duties g

1 v 1
individual members of management have the sole respon5|b|l|ty to initiate, authorize, and process cash
disbursements. In addition, a member of management can |n|t|ate transaction and is responsible for all
accounting and financial reporting. A properly designed system of internal contral would include
segregatlon of duties for these functlons

Management Response !

Management of the Company believes the cost of correctlng this control deficiency would exceed
the benefits to be derived from doing so. Management of the Company believes it is not
practicable in an organization the size of the Companylto achieve all the divisions of duties and
© cross-checks generally included in a system of mternal control, and that, alternatively, greater
i reliance must be placed on surveillance by management
t

Adjujstments to the Financial Statements ,

I { ;
During the audit, we proposed adjustments to and disclosures in|the Company’s financial statements,
which were approved by management. An effective system of mternal control would have included these
adjustments and disclosures. w

Management Response '

The proposed audit adjustments and disclosures did not affect the net capital of the Company.
; I
The Company's written response to the matenal weaknesses identified i |n our audit has not been subjected to the
. auditing procedures applied in the audit of the financial statements and, accordlngly, we express no opinion on it.

This report is intended solely for the information and use of the Board of Dlrectors management, the SEC, and
other regulatory agencies that rely on rule 17a -5(g) under the Securities: Exchange Act of 1934 in their regulation
of registered brokers and dealers, and is not intended to be and should not be used by anyone other than these
specified partles

| : @.azzz:n../«;.‘___. u_@».f%lﬂ e .
Roseland, New Jersey b
March 30, 2007 ‘
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